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Real GDP increased 3.4 percent in 2006, compared with an 
increase of 3.2 percent in 2005 (table 1). 

The acceleration in real GDP primarily reflected an 
upturn in inventory investment and accelerations in 
exports, in nonresidential structures, and in state and local 
government spending (chart 1). Residential fixed invest
ment turned down, decreasing in each quarter of 2006. 

Businesses increased real inventory investment in 2006 by 
$26.8 billion. The accumulation contributed 0.26 percent
age point to real GDP growth; in contrast, declining inven
tory investment in 2005 subtracted 0.30 percentage point 
from real GDP growth. 

Exports accelerated in 2006, increasing 8.9 percent, fol
lowing an increase of 6.8 percent in 2005. Export growth 
exceeded import growth for the second consecutive year 
(chart 2). Exports added 0.93 percentage point to real GDP 
growth after contributing 0.68 percentage point in 2005. 
The acceleration was largely due to accelerations in nonau
tomotive capital goods and in industrial supplies and mate
rials. 

Nonresidential structures accelerated sharply, increasing 
9.1 percent after a 1.1-percent increase in 2005. The acceler
ation contributed 0.26 percentage point to real GDP 
growth after contributing 0.03 percentage point in 2005. 
The acceleration was mainly due to upturns in “other” 
structures, in commercial and health care structures, and in 
power and communication structures. 

State and local government spending accelerated, 
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for 2006 
increasing 2.1 percent after increasing 0.5 percent in 2005. 
The step-up contributed 0.26 percentage point to real GDP 
growth, compared with a contribution of 0.06 percentage 
point in 2005. The higher rate of spending reflected an 
acceleration in consumption expenditures and an upturn in 
investment in structures. 

Residential fixed investment turned down in 2006, 
decreasing 4.2 percent after increasing 8.6 percent in 2005. 
The downturn, due primarily to a downturn in single-fam
ily structures, subtracted 0.26 percentage point from real 
GDP growth in 2006. In 2005, residential investment added 
0.50 percentage point to real growth. 

Inflation, as measured by the price index for gross 
domestic purchases, decelerated, increasing 3.1 percent in 
2006 after increasing 3.5 percent in 2005. Excluding food 
and energy, inflation decelerated slightly, to 2.7 percent 
from 2.8 percent. 

Real DPI increased 2.7 percent in 2006, following a 1.2
percent increase in 2005. The acceleration reflected an 
acceleration in current-dollar personal income that 
exceeded a step-up in personal current taxes. 
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